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Section A                                                                                                 [24 Marks] 
Topic: Measuring Output and National Income                                                                  
 
Question 1  
 
1. Define Gross Domestic Product               (4 Marks) 
 
 
 
 
 
 
 
 
 
2. Elaborate on the 2 shortcomings of calculating the GDP                              (4 Marks) 
 
 
 
 
 
 
 
 
 
 
 
 
 
3. Fill in the missing values for the respective stages and the total GDP for each 
respective method? Hint: Expenditure Method relates to Final Values     (16 Marks) 
 
Stages Sales Value Production 
Method  
Income  
Method 
Expenditure  
Method 
Firm A: Sheep 
Farm 
R0 – R120 
 
120  
Firm B: Wool  
processor 
R120 – R180 R60  
Firm C: Suit 
Manufacturer 
R180 – R220 
 
R40 
Firm D: 
Clothing 
wholesaler 
R220 -R270 R50  
Firm E: Retail 
Clothier 
R270- R350  R80  
GDP (R values in billions) 
 
  
SECTION B                                                                                                 [12 Marks] 
Topic: Aggregate Expenditure Model 
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Based on the following data related to the national accounts of the South African 
economy (ceteris paribus).   
Co= 10 million 
MPS= 0.2 
I= 8 million 
G=12 million 
NX= -3 million 
  
                                                                  
1. State the MPC and Calculate the Multiplier?                                             (4 Marks) 
 
 
 
 
 
 
 
 
 
 
 
 
2. Calculate Total Exogenous Spending       (4 Marks) 
 
 
 
 
 
 
 
 
 
 
 
 
 
3. Calculate Equilibrium Level of Income                          (4 Marks) 
 
 
 
 
 
 
 
 
 
 
 
 
 
SECTION C                                                                                                 [20 Marks] 
Topic: Fiscal Policy, Deficits and Debts 
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1. Financing and Continual re-financing of the Public Debt may transfer serious real 
economic burden to future generations. Discuss using the aid of the Investment 
Demand diagram the Crowding Out effect resulting from increased government 
spending.                                                                                                    
(8 Marks) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
2. What are government’s fiscal policy options for ending severe demand-pull 
inflation? Discuss using the aid of the AD-AS diagram                  (9 Marks) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
3. List three consequences associated with increased public borrowing and increase 
interest payments associated with public debt     (3 Marks) 
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SECTION D `                                                                                               [24 Marks] 
 
1. The following questions are related to the Topic: Aggregate Demand and 
Supply Model 
 
1.1. With the aid of AD-AS model, explain the impact of a decrease in the price of oil 
(Hint: Oil is an input in production)       (6 marks) 
 
Diagram: (4 marks) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Explanation: (2 marks) 
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1.2. 2. Using AD-AS model show what will happen to price and output if there is a 
labour strike          (6 marks) 
Diagram: (4 marks) 
 
 
 
 
 
 
 
 
 
 
 
 
 
Explanation: (2 marks) 
 
 
 
 
 
 
 
 
2. International Trade and Exchange Rates   
Match the Statement with the Correct Answer  
 
(ONLY INDICATE THE CORRECT ANSWER WITH THE CORRESPONDING LETTER) 
(12 marks) 
Statement Possible Answers Correct  
Answer 
1. The ratio at which nations will exchange 
goods and services is known as the 
A. Concentrate 
production on those 
products for which it has 
the lowest domestic 
opportunity cost. 
 
2. The principal concept behind comparative 
advantage is that a nation should 
B. Foreign currency 
inflow 
 
3. If country A has a higher cost of producing 
good X than country B, then country 
C. R1 = 1.7 Swiss francs.  
4. In the S.A. balance of payments, foreign 
purchases of assets in South Africa are a 
D. 1 Swiss franc = R0.55.  
5. If a S.A. exporter could buy 17,000 Swiss 
francs for R10,000, the rate of exchange 
is 
E. B has a comparative 
advantage in the 
production of product X. 
 
 
Initials and Surname…………………………………………..… Student No………………………..    Page 8 
 
6. If a Swiss exporter can buy R15,000 for 
27,000 Swiss francs, the exchange rate is 
F. Terms of trade.  
 
 
 
Section E                  [20 Marks] 
 
 
Answer the multiple choice questions on the attached answer sheet on page 11. Mark 
the correct option clearly with a big cross. Do not remove the staple or any of 
the pages. The questions are worth 2 marks each. 
 
1. In companies, owners are __________________ and managers are ________________.: 
A. agents; principals. 
B. stockholders; bondholders. 
C. agents; employees. 
D. principals; agents. 
E. agent; bondholder 
 
2. One principal advantage of the companies is that owners: 
A. are not taxed for income received. 
B. always control the company. 
C. are sole proprietors. 
D. have limited liability. 
E. always tax payers 
 
3. The GDP can be expressed as GDP at:: 
 
A. factor cost, basic prices and or market prices. 
B. national level. 
C. factor cost plus basic cost. 
D. market value minus basic prices plus subsidies. 
E. national level plus domestic level 
 
4. Kabelo a citizen of South Africa who works in Zimbabwe's income will be added to the: 
A. GDP of SA and the GDP of Zimbabwe. 
B. GNI of both countries. 
C. GNI of South Africa and the GDP of Zimbabwe. 
D. not been added at all. 
E. none of the above 
 
5. Suppose the total market value of all final goods and services produced in a particular country in 
2006 is R500 billion and the total market value of final goods and services sold is R450 billion. We 
can conclude that:: 
 
A. GDP in 2006 is R450 billion. 
B. NDP in 2006 is R450 billion. 
C. GDP in 2006 is R500 billion. 
D. inventories in 2006 fell by R50 billion. 
E. GNI IN 2006 is R430 billion. 
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6. Recently, the level of GDP has declined by R60 billion in an economy where the marginal propensity 
to consume is .75. This decline was caused by a fall in aggregate: 
A. expenditures of R45 billion. 
B. expenditures of R30 billion. 
C. expenditures of R15 billion. 
D. supply of R45 billion. 
E. supply of R30 billion. 
 
7.   Which of the following would be considered a leakage from the circular flow??  
A. exports 
B. imports 
C. investment 
D. consumption 
E. banks 
 
8.  The MPC can be defined as that fraction of a: 
A. change in income that is not spent. 
B. given total income that is not consumed. 
C. given total income that is consumed. 
D. Given total income that is saved 
E. change in income that is spent. 
 
 
9.  The 45-degree line on a graph relating consumption and income shows:  
A. all points where the MPC is constant. 
B. all points at which saving and income are equal. 
C. the amounts households will plan to save at each possible level of income. 
D. All points where the MPS is constant. 
E. all the points at which consumption and income are equal. 
 
10.  The amount of consumption in an economy depends: 
A. inversely on the level of disposable income. 
B.  directly on the level of disposable income. 
C. inversely on the level of saving. 
D. directly on the rate of interest. 
E.  none of the above 
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Question Section E - Answer Sheet  
(Remember to write your student number on the bottom of this sheet) 
 
 A B C D E 
Question 1      
Question 2      
Question 3      
Question 4      
Question 5      
Question 6      
Question 7      
Question 8      
Question 9      
Question 10      
 
 
